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LONDON/GENEVA: The prospect of a “no-deal Brexit”
appears to have grown after the European Union’s negotiator
rejected last month central elements of Prime Minister
Theresa May’s proposals for a new trade agreement. Bank of
England Governor Mark Carney said on Friday the possibility
of Britain leaving the EU without striking any deal with
Brussels was “uncomfortably high”. Trade minister Liam Fox
has put the chances at 60-40.

May’s office repeated on Monday she believed Britain
would negotiate a good agreement but that “no deal is better
than a bad deal”. The pound hit an 11-month low against the
dollar on Monday with traders linking this partly to the possi-
bility of no deal. It rose modestly yesterday.

Following are some questions and answers about what a
no-deal Brexit might mean. What will happen if Britain and
the EU fail to get a deal? Britain is a member of the World
Trade Organization so tariffs and other terms governing its
trade with the EU would be set under WTO rules.

EU tariffs are quite low, averaging about 5 percent, but
they are higher for some important British exports including
cars which would face a 10 percent tariff. Exporters could
face other barriers including complying with EU standards for
goods such as food and electrical products. British exports
might get stuck at the EU border.

Many British services firms, especially in the giant financial
industry, would probably face more restrictions on doing
business in the bloc than under May’s preferred deal.

Under WTO rules Britain and the EU could not offer each

other low tariffs, quick border checks, or close cooperation
on services, unless they offered these to all WTO member
states. What’s the downside of a no-deal Brexit? Most econo-
mists say the higher the barriers are to trade with the EU, the
bigger the hit for Britain.

The National Institute for Economic and Social Research
says a no-deal Brexit would cost each person in Britain 800
pounds ($1,030) a year more
than the effect of a “soft Brexit”
under which Britain had ties to
the EU similar to Norway’s. May’s
plan would cost 500 pounds per
person a year more than a soft
Brexit. The impact on Britain’s
economy could be bigger still if
business investment falls, aggra-
vating slow productivity growth,
or a fall in migration causes labor
shortages. 

What’s the upside to a no-
deal Brexit? Brexit supporters argue that WTO rules would
help Britain’s economy by making it easier for London to
strike its own trade deals with faster-growing countries and
regions beyond Europe.

However, this would take years and Britain on its own
might struggle to secure favorable terms from the likes of the
United States and China. Ruth Lea, a pro-Brexit economist,
said the concerns about border delays were overblown,

because countries outside the EU typically declare their
exports online to speed their passage. Brexit backers also say
Britain could save its estimated EU divorce bill of around 39
billion pounds and spend this on public services instead.

Will a no-deal Brexit mean chaos? With less than eight
months until Britain leaves the EU, time is short to negotiate
an agreement or prepare both sides for the possibility of no

deal. Any disorderly Brexit risks
delays at borders as officials
struggle with a sudden introduc-
tion of new customs rules.
Britain’s government is drawing
up plans to stockpile medicines
and blood products before a
possible no-deal Brexit.

In the worst-case scenario,
Britain would fall out of EU
arrangements such as the US-EU
aviation Open Skies agreement,
possibly causing transport chaos.

Financial derivatives trading would face legal uncertainty. EU
citizens in Britain and British citizens in the EU would risk los-
ing residency and other rights. Given the potential for disrup-
tion, the EU might offer to extend the Brexit negotiation peri-
od if there were some prospect of a deal, Malcolm Barr, a JP
Morgan economist, said. “The EU knows that a no-deal Brexit
would hurt all involved and would be an enormously complex
problem to manage,” he said. 

Sterling falls
The pound fell to a five-month low against the euro yes-

terday as the single currency rebounded and investors wor-
ried Britain could crash out of the European Union without
securing a trade deal.

Sterling, which has had a tougher time against the dollar in
recent months, help steady versus the greenback after hitting
an 11-month low on Monday. But with the euro strengthening
across the board the pound fell 0.4 percent to 89.620 pence
per euro, its weakest since early March.

“The more we hear the phrase ‘no-deal Brexit’, the more
likely the pound will be kept under the cosh,” said David
Madden, a market analyst at CMC. “The British side might
give off the impression they would be content without a deal
in order to force Brussels’s hand the pound could be in for a
rocky ride in the near-term.”

Sterling edged up away from Monday’s trough of $1.2920,
before trading flat on the day at $1.2946.

Against the dollar the British currency sank on Monday to
the 11-month lows after Britain’s trade minister suggested the
UK could leave the EU in March without a deal in place to
structure future relations with the bloc. The pound has fallen
more than 10 percent since mid-April, and with the govern-
ment yet to agree a divorce deal with Brussels, currency
traders are growing edgy about its outlook. A lack of Brexit
headlines and a pause in a rally by the dollar yesterday
brought some respite for the currency, but analysts said that
would likely only be temporary. — Reuters
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LONDON: Bank of England Governor Mark Carney speaks during the central bank’s quarterly Inflation Report press conference in London. — AFP

Chinese daily mocks
Trump’s claim 
of trade war as 
‘wishful thinking’
SHANGHAI: Chinese state media kept up
their criticism of US President Donald Trump’s
trade policies, with a newspaper yesterday
describing as “wishful thinking” Trump’s belief
that a fall in Chinese stocks was a sign of his
winning the trade war.

As the world’s two biggest economies
remained locked in a heated tariff dispute,
Beijing and Washington have kept up a blister-
ing rhetoric with threats and counter-threats
of more punitive trade measures. The editorial
in the official China Daily underscored an
increasingly aggressive stance adopted by
Chinese state media against Trump, a shift
from their previous approach of tempering any
direct criticism against the US president.

On Monday, the overseas edition of the

Communist Party’s People’s Daily newspaper
singled out Trump, saying he was starring in his
own “street fighter-style deceitful drama of
extortion and intimidation”. China proposed
retaliatory tariffs on $60 billion worth of US
goods ranging from liquefied natural gas
(LNG) to some aircraft on Friday, following the
Trump administration’s plan for a higher 25
percent tariff on $200 billion worth of Chinese
imports. The China Daily referred to a Saturday
Tweet by Trump which said “Tariffs are work-
ing far better than anyone anticipated. China
market has dropped 27 percent in last four
months.” China’s stock market was performing
poorly before the US administration imposed
tariffs, said the English-language newspaper,
asserting that the downturn was partly due to
Beijing’s attempts to cut corporate debt.

The paper said Trump’s claim that “tariffs
are working big time” was undermined by data
showing the US trade deficit climbed $3 billion
to $46.3 billion in June, the first increase in
four months.

The China Daily is often used by the gov-
ernment to communicate its message to an
international audience. Trump has repeatedly
criticized China for its trade deficit with the

United States, saying it showed Beijing was
engaging in unfair trade practices.

Chinese state media has also been promot-
ing the message that the country’s economy is
strong enough to ride out the trade war. In a
separate commentary, in the People’s Daily
overseas edition, a researcher at the
Commerce Ministry reiterated this stance, say-
ing China was strong and resilient enough to
weather the trade dispute.

“We absolutely have reason to believe that
during this complex trade friction, and relying
on the domestic market, China can continue to
enhance its leading position in the global eco-
nomic and industrial system,” researcher Mei
Xinyu wrote. Despite the US tariffs, a Reuters
poll of economists forecast China’s exports to
have grown in July, though many see a deterio-
rating outlook for shipments especially if
Trump goes ahead with his threats to slap
more punitive duties on Chinese imports

Recent data showed growth in the world’s
second largest economy has already started to
cool. The government has responded by
releasing more liquidity into the banking sys-
tem, encouraging lending and promising a
more “active” fiscal policy. — Reuters

HUAIBEI: A woman works on socks that will be exported to the US at a factory in
Huaibei in China’s eastern Anhui province yesterday. — AFP


